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CENTRALINTELUGENCEAAGENCY
: WASHINGTON. D.¢. 20503

. 1.5(¢)
MEMORANDUM TIOR: © 4.6(d)(1)

Department of State

SUBJECT i Nigeria in the North-
South Dialogue

1. Attached hereto is the paper on Nigeria in the
North-South Dialogue that you requested in late May. We
are simultaneously Sending a copy of this paper to
Mr. Parmenter for use in the interagency study.

2. The pace at which this material had to be put
together precluded measured coordination with all interested

parties. of our Near East/Africa Branch
has seen it and given it his. tentative blessing). Accord-
ingly, we expect to make minor additions and changes in 1.5(c)

our draft over the next week for use in another production  1.6(d)(1)
context. If you would like a later edition, please let
us know. . : o

3. should you have questions on the narrower North-
South _aspects of thisg isce, please feel free to contact 1.5(c)
#or me on“ Comments on broader 1.6(d)(1)
political or economic issuzs can also be channeled to us,
but we will have to defer to other components in any
final judgment.

1.5(c)
| T 1.6(d)(1)
AT Ok T "y
WE%@@FW?%?M% Economic Development Branch
I EXS P pge Developing Nations Division

Office of Economic Reeearch

Attachment:

As stated ) , 77
' 3 7]~/
Pistribution: /U S 7l
Orig = TS EQE ' = N

- ER M 78-10371

- D/OER,DD/OEK,1.0/0ER
Cli/D/D 3 -

s ——

Clansificd 1o
Lot fron ’ .
daclaneilivatins o bt of f..0 ALY
SxEphen oty S0 ()0
Autencatisaty oo dof 1
Dote bepso hin 10 {30-gwsrogerin

1.5(c)
1.6(d)(1)

i Ty
1




1.5(¢)
1.8

e —— PR S NETI T

sa. ! [

Supmport Projct Initation Memorandum (for NoneSchaduted Intellizenes Production)

Contra] Number
Type B gy ; Yo

10: Modurilon Contral Stalf

1.5(¢)
1.6(d)(1)

2. Tide of Swbect £21) . ) 2. Anuyrt(s) & Oher Contributars (31)
Lize } hgcru in the Horth/South Lins I .Jam'eb
Llize2 Dialogue - Line 2
Line 3 Menhours: (
oy Gj led l;]JZ‘ d)
Line § mpledon Rale (¢ m

78(6/1
4. Tegy > . s (3¢ Classificatian (39)
Yine !
Line 2
w=3 Oepartment of State .
m : 4 for use in interagency study of Nmoma
Yns €

i (39)
I.u:c) De]meafes Nigeria's posn:mn in North/
Lae2 Soutn dialogue. Explains political and
*3 aconomic rationale and projects Tikely

af future patterns.

Line 6
Line?
Lipe 8

APPROVAL: (i fess thaa 10 manks

/ % o /‘,1 cff

, s
1igioh (if 1O manheurs of freatet)

Dircctor (for special requesiers)

Dato 1.5(c)
Z, Ghornis 7578 1.6(d)(1)
Pate

Hote: Numbers In parenthzses indjzate the maximium rumber of charsesers and
Vlanks to be inseried in 2 Ene~Le,, (i¢) rmeans o moic than 16 spaces.

e ARnlial

Rl o s



| it K [S1oN] PR N
. 0
1y .
1~
.

CENTRAL INTELLIGENCE AGENCY
WASHINGTON. D.C. 20508

MEMORANDUM FOR: F
epartment of State

SUBJECT :. Nigeria in the North-
: South Dialogue

k)

1. Attached hereto is the paper on Nigeria in the
North-South Dialogue that you requested in late May. We
are simultaneously sending a copy of this paper to
Mr. Parmenter for use in the interagency study.

2. The pace at which this material had to be put
together precluded measured coordination with all interested
parties. of our Near East/Africa Branch
has seen it and given it his. tentative blessing). Ac¢cord-
ingly, we expect to make minor additions and changes in
our draft over the next week for use in another production
context. If you would like a later edition, please let
us know. ' o

3. Should you have questions on the narrower North-
South aspects of this pizce, please feel free to contact
*or me onH Comments on broader
political or economic issuas can also be channeled to us,
but we will have to defer to other components in any
final judgment.

Chief
Economic Development Branch
Developing Nations Division
Office of Economic Research
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Nigeria in the North-South Dialogue

For Nigeria, North-South meetings are only one of
several scenes in which to play out a self-appointed
role as Black Africa's premier power and economic spokes-
man. This mission, prospects for which were consider-
ably enhanced by oil gains and rapid growth during
1975-~76, is based primarily on tﬁe overwhelming size of
its economy (compared to others in the regién) and'the
sense of national destiny that emerged from strong
historiec traditions and the‘brucible of a painful civil
war. More comfortable with Western economic and social
customs than many of its neighbors, .Nigeria can none-

theless be stirred to stern positions over the question

.of excising white supremacy in southern Africa.

Nigerian leaders have generally seen the North-

South dialogue as the basis for providing their bona

fides for leadership of the African states in other

settings. Although they do not stand to gain very much

‘from the specific proposals of the G~77 on key issues,

they lend relatively uneritical suppoxt to the overall
program for a New International Economic Order (NIEQ) .

The North-South meetings themselves do not engage thelr

/
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very best foreign service.personne;, but the Nigerian
delegations are typically loyal and sturdy in championing
African causes in caucuses.

The point does not elude their neighbors that Nigeria
can and does make peace with the Western business world,
too. As it has become increasingly obvious.that the
Nigerians were neither equipped nor disposed to struggle
on some narrow native.road to development with their
oil windfall, both Western firms and other Afriqan
neighkors have acclimated to the notion that foreign
investment and other business laws would be interpreted
in ways that assured growth momentum. Most recently,
-slowdowns in oil production and exports have sent the
Nigerians to the Eurocurzency markets for loans that

" assure continuation of an adaptable -- if proud --

approach to international economic relations. These

ties with the West -- ‘likely to grow steadily -- are

the basis for increasing Nigerian insistence on construc-
tive exchanges and aversion to rhetoric in North-South
meetings., Nonetheless, there is scant prospect that
Nigeria will ever take the lead in formulating or intro-
ducing compromises with the developed countries because
this would be costly in terms of both group and regional

politics,
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The mix of Nigerian attitudes toward the developed
world is a continuatioﬁ of policies implemented immediately
following independence. 1In the 1960s, the civilian
government's international relations were characterized
by nonalignment tempered by concern for established

‘economic ties. Even in this period, then, the reliance
on Western ald and the preponderance cf trade with the
West were the flesh on the bones of foreign policy.
Certain policy decisions taken at the time, however,
such as breaking of diplomatic relations with France over
nuclear testing in the Sahara and diplomatic recognition
of the USSR, attested to Nigeria's political independence.
Under the succeeding military governments, there has

. been, if anything, less lip service to the notion of

"evenhanded dealing with East and West. Nevertheless,
crucial differences over the speed with which progress
has been achieved for black majority rule in southern

- Africa and a bhasic distrust of Western motives in dealing
with Third World countries have kept the Nigerians
.skeptical and aloof toward the developed countries.

Stances on Key Issues

With the bulk.of LDCs, Nigeria has moderated its
Sstance from confrontation to negotiation within the
framework of the Nerth/Scuth dialogue, However, it is
still a very strong advocate of changes in the inter-

national economia ordeyxy to benefit thie ILPCs.: In most




1 i)

wy

Lt e

instances,

its delegations Support G-77 positiong without

significant modification on interpretation.

°

Nigeria unequivocally supports the G-77

concept of a Common Fund. It views the

"second window" as the most important
facet of the fund ang would favor using

this mechanism to finance resource transfers

to the LDCs -- inclﬁding the underwriting

of export diversification, the processing
of raw materials, and the Strengthening of
research and development capabilitijes.
Lagos believes that direct government con-
tributions should be the major source of
funds. It also favors a greater role for
the LDCs in managing the Fund than would
emerge from thelr respective shares of con-
tributions,

Nigeria supports immediate debt relief for

the LLDCs, the landlocked countries, and
those classified as most seriously affectegd
(MSAs) despite its own small accumulated
debt. While concerned to maintain its goog
c¢redit rating in the commercial markets, the

government views debt relief for the poorer

o ey
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African countries as an important means to
increase aid flows.
Nigeria supports the concept of commedity

agreements a3 a way of protecting the

purchasing power of developing éountries'
earnings from commoaity exports., It exports
four of the 18 commodities currently included
in the UNCTAD's Intégrated Program for
Commodities -~ cocoa, palm oil, rubber, and
tin. Among these, only cocoa is a substan~
tial export earner at present.

Nigeria actively supports increased foreign
aid for itself and other developing countries,
both bilaterally.and multilaterally. It is
especially adamant that developed countries
achieve the 0.7 percent of GNP guideline

for ODA. Interestingly, the Nigerians have
been criticized by some African LDCs for

not being more forthcohing with their own
economic aid.

Nigeria is currently going through a period
of re-evaluation of its attitude toward

foreign investment_but probably will not

make profound changes in current laws. Tt

does support G-77 proposals to strengthen

Ut
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a country's bargaining position vis-a-vis
foreign firms and attempts to use invest-
ment policy as a club on Western commercial
ties to Rhodesia and South Africa. The
Lagos government is a strong critic of

what it terms exploitation of developing
countries by the multinationals, requiring
that foreigners paréicipate on a partnership
basis. A joint venture law requiring 60
percent Nigerian ownership is enforced
selectively.

Nigeria actively seeks increased and less

costly technology transfer to the Third World

but prefers to secure its own technical
assistance on a bilateral basis rather than
through some internationally-supervised
technoloygy clearinghouse. Priority fields
for the acquisition of techrology from
abroad include petroleum and food processing,
distribution facilities and the developument
of heavy industry.

Nigeria is a leading moderate among LDCs in

the Law of the Sea negotiations. It is

pPrincipally interested in securing juris-

dictional rights to a proposcd exclusive
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economic zone. Subject to bilateral

agreement, Nigeria would guarantee land-
locked and geographically disadvantaged
States access to the sea and living resources
of the coastal zones of neighboring states.
Nigeria supports easier LDC acquisition of
technology to exploit seabed resources

but is ameng the more constructive in

seeking practical ﬁeans of implementation,
Nigeria is particularly displeased to be

excluded from the Cencralized System of

Preferences (GSP) because of its OPEC member-

ship. Like Indonesia, Venezuela, and
Ecuador, it considers this treatment unfair
because it did not participate in the 1873
oil embarge.

Nigeria supports G-77 demends for voting
rights within international financial insti-
tutions ~- particulariy the IMF aﬁd IBRD -~
whereby the LDCs woﬁld get greater represen-~
tation and weight in decisionmaking. (A
recent IMF quota review, which took inte
consideration the growing economic¢ power of

the OPEC states, eventuated in a doubling
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of Nigeria's weighted vote to reach about

1 perxcent of the total.) Interestingly,
the Nigerians -- like many other Third
World nations -- ecschew weighbting and argue
for a one-nation, one-vote rule for new
organizations, such as the proposed
International Seabed Authority, bhecauze

'w 4 »
this would assuve G-77 dominancee.
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Sclected Ninerian Feonainic' Indicators

GNP par capita, 1977 $490
GNP raal annual growth, 1960-«70 5.4%
1970=-77 7.1%
GNP teal growti, L97% =2st. 1.0-2,0%
Agricultuze's share of GNP, 1977 about 25%
Annual growth in export value, 15€0-72 12.4%
1572~77 31.7%
Key exports and share of tokal, 167¢ .
Petroluem 934L
Cocoa 43
Manufactures' share of exports, 197¢ 3%

Total foreiyn debt, yearend 1577 ast.

Private debt's share of total fcreigr
debt. vearend 1977 (est,)

Net Resource Ylows from

Non-Communise Developed Countziegs
- § Milliegns
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Economic Considerations

Nigerian economic development, ongoing since independcince
in 1960, accelerated rapidly aftex the 1273/74 oil Loom. Led
by petroleum sector development énd continuing gsod performance
in agricclture, real econonmic growth aﬁeraged a mederate 5
percent during the early 1960s. Temporary distruptions causcd
by tensions prior to and in the early stages of the BRiafran war
(1967~71) caused economic growth to decline during 1266-68
by an average & percent. Nevertheless, the economy was on
the nend even before ﬁhg war ended, and the lost ground had been
recovered by 1970. Nigeria's present GNP -- well over $40
billion -- unwrites a per capita income of nearly £500.
. Consequently, though backward by OPEC standards, the country
ranke among the middle-income developing countxies.

With the fourfeclid increase in oil prices in 1973/74,
the Nigerian government embarked on a massiva develenment
‘pPlan emphasizing infrastructure, clucation, and industrilizatics.
Good performance was achieved in 'the construction, manufacturing,
and governmant services sectors. Real GNP growth in the first
three years, though below planned levels, averaged & respecitable

7.5 percent.




Although Nigeria has progressed reasonably well, the

broad eccnomic trends have masked several serious underlying

problems.

-]

Agricultural productiqn is not keeping pace with
population growth on the average of 2.5 percent.
Higher wages in urban areas attract yocung farmers

to the cities while transportation and storage
bottle-necks discourage production by the oldex

ones left behind. . Once self-sufficient in foods,
Nigeria is fast becoming a major importer. Traditional
export crops, including palm oil and peanuts, no
longer providé surpluses for overseas sales.

Despite the plan's major théme of infrastructure
development, port congestion in Lagos is the worst of
any OPEC cduntry. At one point, more than 400 ships
carrying over three million tons of carge faced
berthing delays in excess of a year. The situation
has been eased somewhat by new unloading facilities,
but storage is still lacking.

The combined rapid rise in govexnment spending,
domestic food shortages, and the delays caused by
port congestion contribute to annaul domestic

infidtion on the oxder of 35 percent,




Despite bright economic prospects for the longer temr,
Nigeria is not eliciting especially strong responses
from the domestiq or foreign private business sectors.
Inflation and high start-up costs have been a drag
on the domestic investment Lagos hoped would under-
write about cne-third of planned development.
Foreign investors were put off by the indigenizatio:n

)
programwhich initially called for at least 40 parcent
Nigerian ownership of all businesses. Morecver,
an expatriate quota system has strictly limited the
number of non-Migerians permitted in each occupation
and caused shortages of skilled laborx in some vital
areas.
0il output has not expanded as planned. Output
cellings and profit disincentives to the oil companies
caused a drop in capacity and exploration activity.

Moreover, a depxessed oil market brought on by flagging

global growth, high stock levels in consuming countries,

and the advent of North 'Sea, Alaskan, and Meixcan

production have held down even feasible producticn in-

creases. This situation is made more serious by the fact

that oil makes up 93 percent of euport earnings, 35 ver-

cent of GDP, and 80 percent of government ravenues.
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On an entirely different scale is the range of soci-
economic problems that have gfown out of a spectacular rate of
urbanization. Cities and towns with more than 10,000 people
-- which now take up about a quartef of the total population --
have grown at an average 6.5 percenﬁ annually since 1950.
Lasos, in particular has a population of 1.4 million with a
density of over 1,000 per square miie. In Lagos and other big
cities, attendant problems of high urban unemployment and under-
employment, overcrowded transportation facilities, exorbitant
rents, and traffic congestion rank_  with the worst in the Third
World. The prospect for r&pid improvement in these conditions
is dimmed byanational literacy rate of about 25 percent and
t:ibal traditions that é%ouraqe continued factionalis::.

The resultant social and political stresses are intensified
by rapid accumulations of wealth .in the hands of a relatively
few businessmen and the government elite, Although the govern-
ment has made some strides in using petroleum revenues for social
betterment, the average Nigerian still feels that he has benefited
liﬁtle from 0il wealth, Urban dwellers grumble over inflation,
corruption, and poor living conditions while low ranking military
personnel resent the perquisites of the military elite.

Unfortunately, recent events augur a rate of economic progress
that precludes any prompt improvements in the welfare of the poorer

group., Failure to achieve a respectable expansion of oil export
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earnings and continuing rises in imports of goods and services
services finally culminated with the balance of payments

being in the red in 1977, the firsttime since the oil price
increases. Because foreign capital inflows were insufficient
to offset a large current account deficit, Lages was forced

to enter the Eurocurrency market to the tune of S1 billien to
maintain acceptable levels of foreign exchange reserveé.

The outlock at least over the next two vears, is for
continuing inflation, very slow growth, and further deteriorétion
in the balance of payments, Import demand will rise, while
exports continue to lage because of increasing diversion of oil
to the domestic economy and the slow pace of diversification.

Indeed, Nigeria can be expected to re-enter the Eurocurrency

market for an additional $3 billion in the next three years.

13




e oo (4l 4] L el

Political Considerations

Nigeria's stance on North~South issues reflects perceptions
that it must champion the cauze of its African neighlkors ang
that, because of the lackof reliability of gréat power motives,
it should maintain a nominally nohaligned fcreign policy. As
growing 0il revenues open the prospect of greater economic
strength, successive governments ﬂave become increasingly
independent and assertive in the international realm. Never-
theless, the importance of economic ties with the West hzas |
precluded any serious drift toward the Communistvcoﬁntries.
Membership in the British Commonwealth is still a comfortable
part of foreign poliéy. On balance, the government senses a
potential affinity for the US. None of this, however, has
altered a skepticism over the prospects for major Western
economic concessions to the Third World or concermn forthe implications
of vested Western economie interests in southexrn Africa.

Much of Nigeria's effort in the nonalighed movement has
been directed toward achieving economic and political gains for
the rest of Africa. Unrivaled resources -- larger population,
economy, and militarf establishment -- convinece Nigeria that
it is destined for continental leadership, Since 1975 Nigeria
has played an influential role in the development of, and the
direction taken by, the African unity movemants. Along these

lines, the government has contributed limited military support
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and unlimited moral support tovarious African independence
movements. Its top priocrity is the attainment -~ peacefully,

if at all possible -~ of black majority rule in southern Africa.
To this end, it i1s willing to mediate regional disputes in order
to keep factionalism from weakening the struggle for black
majority rule and to restrain foreign intervention.

In rough parallel to the Venezuelans, the Nigerian leadership
secs itself as having an important‘coordinating role in regional
economics and a contribution to make to the development of its
neighbors. The Nigerian governments have worked for coordinated
development of West Africa and were instrumental in setting up
the Economic Community for West African States (ECOWS) .

Their standing in ECOWAS has been undercut, however, by the
relatively small amount of economic aid Lagos has been willing
to provide. Nigeria has alsec been unwilling to intercede with
vther OPEC countries to sell oil to West Africa at concessionary
prices. Moreover, Nigeria has rgpeatedly refused to lower the
prices of its oil exports to these countries,

African attitudes toward Nigeria's leadership aspirations
are ambivalent, at best. African states place high value
on their individual sovereignty and will not allow Nigeria
to be their spokesman on issues of direct concern to them.

The countries in close proximity to Nigeria fear bheing




dominated by their giant neighbor. Many countries resent the
parceived good economic relations between Nigeria and the
West, particularly the US. HNone .of the African countries,
however, disputes Nigeria's "right" to carry the economic
and military burden in the southern African‘struggle.

The stabillty of Nigeria's international relations is,
of céurse, dependent in some degree on aspects of domestic
politics énd the continuation of the policies of the military
government. Some turbulence is inevitable when political
campaigning ié again permifted this October in anticipation of
a return to civilian rule by late 1979. Differences in living
standards and longstanding ethnic tensions provide a base for
‘turmoil in that setting that could lead to another military
coup. The principal foreign targets of any reconstituted
government would likely be Westelrxattitudes towaxrd majority
rule in southern Africa, with a deterioration in US relations

likely if present initiatives £ell apart.
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Outlook

Given a viable alternative, Nigeria would probably
like to lessen its economic dependence on the West, if for no
other reason than to enbance its image with its poorer
neighbors and the more socialist-leaning™ countries in the

Third World. Economic realities outweigh most other con-

siderations, however. The developed countries will remain

Nigeria's chief export market and supplier of imports, aﬁd
dependence on international capital markets will grow.
Prospects of stronger economic ties with the.Third World
offer few benefits since these countries have little that
Nigeria needs and are mainly interested in obtaining 0il on

concessional terms. Economic relations with the Soviet

bloc are not particularly attractive, although Nigeria

does secure certain sophisticated weapons from the USSR, in
part to keep'open a plausible alternative.

Despite the prospect for continuing strong economic ties,
Nigeria will continue to be at odds with the West on the political
front. There is no reason to expect Nigeria to cease giving
verbal andmoral support for G-77 demands or £o change its stances
on key issues., Lagos will continue to feel a responsibility
to champion the causes of other LDCs. More important than the

MNMorth-South dialogue in the future of Nigerian international
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relaticns will be the outcome of the southern Africa conflict.
A prolongzd failure to resolve the gituations in Rhodesia and
South Alricz in faver #f the hlacks weould alruc* irnevitably
encourage confysotaticnel behavior in intc*n;t1ohﬁ1 Iore and
within the roglon Lteall’,

There e nouihiae on bl
oo osuFwect G b elanants of 4his dichotewy will changa much
in thé yeors impediztel:r ahead. While there are facticns thas
wlght prees fox some incema redlstribution within Migarviz,
notning in their positions points Lo a fundamental wrench in
economis ralations with the West., AL the séme time, there is
no plausivle combinaticon of doman wic events that would elevgte
any part of the North-fouth dialogue to & ¢greater role in

Nigzrian foreign affairs than regional leadership in Black

Africa

18

R M 78-102371



